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In late February this year, Brazil unilaterally suspended interest payments on about $70 billion of
its foreign debt contracted with commercial banks. In recent weeks, bankers and Brazilian officials
have been engaged in maneuvers designed to establish the parameters of both sides' demands
and concessions before actual negotiations on refinancing the debt get underway. Last week, in a
proposal by the US Federal Reserve, as described in the Brazilian media on Oct. 23, Brasilia was
presented with an alternative to commercial bank creditors' request for a "symbolic" interest
payment equivalent to overdue interest for a two-month period. Brazil has rejected the banks'
request, arguing that it would be tantamount to lifting the payment moratorium. Payments will
be resumed only after a refinancing agreement is completed. One of the Brazilian government's
principal representatives in negotiations with the banks and US officials, former Central Bank
governor Fernao Bracher, was presented with a proposal that Brazil deposit a portion of the interest
not paid since February at the World Bank, Bank of International Settlements in Basel, or any other
international financial institution. According to the Fed's proposal, creditor banks would collect
the deposit only after a refinancing agreement is completed. Brazil is requesting $10.4 billion in
loans to pay interest due in 1987 through 1989, and the renewal of $15 billion in short-term credit
lines. Both the terms and the timing of a refinancing agreement between Brasilia and the committee
representing some 700 of Brazil's commercial bank creditors depend on the outcome of an Oct.
26-29 meeting in Washington of a US government interagency exposure risk committee. If the risk
committee decides to reclassify the Brazilian debt as "value-impaired," US bank creditors will be
required to write-down a significant portion of their Brazilian loans. (Basic data from PRENSA
LATINA, 10/23/87)
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